Healthcare Update November 15, 2009
By Dan Worden, Vice Chair, Upper Makefield Township Board of Supervisors

H.R. 3962 incorrectly called The Affordable Health Care for America Act has now been passed
by the House and awaits the Senate Bill passage. It is the most far reaching intrusion into our
healthcare system that can be imagined. All of the HR3200 elements are still in the Bill and other
items have been added.

The items that were added to soften opposition include:

e Must be a citizen or legal immigrant to participate

e Establishes a “voluntary ” State grant program to encourage alternatives to medical
malpractice litigation.

e Prohibits abortion services

e Permits States to enter into agreements to allow sale of health insurance across State
lines.

e Bans pre-existing condition exclusions after 2013

o Allows dependents to stay on parent’s plans up to age 26

e Bans lifetime limits on health expenditures

The items added or changed include:

e Establishes the PUBLIC OPTION and clarifies that Members of Congress MAY but are
not required to enroll in the Public Option

e Establishes an 8% payroll tax on employers who do not provide health insurance for their

employees.

Establishes a 2 ¥2% tax on each employee who does not have health insurance.

Establishes health insurance COOPS

REQUIRES advance care planning

Requires “assessment of COST INTENSIVE DISEASES AND CONDITIONS to

determine whether current spending on research into such conditions is appropriate”

e Requires chain restaurants to put calorie count directly on menus and provide nutritional
information

e The Medicare Advantage “donut hole” will be made smaller by $500 to be replaced with
savings from negotiated drug prices

e Puts a maximum yearly cap on Health Savings Accounts of $2500

e Doubles the penalty to 20% of taking out money from Health Savings Accounts for non-
health use

¢ Eliminates the employer tax deduction for retiree prescription drug coverage

This Bill and most of its provisions will forever change the relationship between doctor and
patient. Due to the way it has been structured, employers will see if not offering healthcare to
their employees will be cheaper than what it is now costing them. $460 billion will be taken out
of Medicare to pay for this program. The Government will re-examine all medical approaches to
determine how additional costs can be squeezed out of Medicare which currently only pays about
15% of the total bills of the doctors and hospitals.



This Bill and any that emerge like it MUST BE KILLED. We do not have to fix the 75% of the
healthcare system that is not broken only change part of the 25% that is broken. This Bill in
addition to changing almost everything there is about the system also creates a massive new
infrastructure to deal with the new healthcare world order that appears to be filled with pork. We
can not afford the cost of this Bill, it is too expensive not necessary and adding the uninsured to
the current system will overload the system with volume and delays.

The only hope going forward is for all of us to keep contacting all of the US Senators that may
be willing to vote this Bill down. Accompanying this email are three items:
1) A brief summary of the changes between H.R. 3200 and H.R. 3962
2) A brief section by section synopsis of H.R. 3962
3) A list of phone numbers and fax numbers of US Senators that may be willing to vote
against this Bill.

After you have analyzed the information PLEASE contact these Senators repeatedly over the
next 2 weeks to try to convince them to change things in their version of the Bill. Specifically:

NO PUBLIC OPTION

Don’t Vote for Cloture

Don’t touch Medicare

No increase in cost of insurance
Start over and fix what is broken



Major Changes From H.R. 3200 to Blended Pelosi Bill H.R. 3962

Modifies the Income Thresholds and Rates for the Surcharge. Under the blended Bill, the
surcharge applies to income in excess of $1 million (married filing a joint return) and $500,000
(single), at a rate of 5.4 percent.

Public Health Insurance Option. Modifies policy so that the Secretary shall negotiate rates
with providers that participate in the public plan and provides clarity regarding the opt-out policy
for providers.

Physician Payment Reform. Removes overhaul of the Medicare physician payment formula
(SGR).

Affordability Credits. In order to reduce the cost of the new coverage to the $900 billion goal,
affordability premium credits have been scaled back. Individuals and families will pay a larger
share of health premiums over time compared to HR 3200 as introduced. Individuals and
families with employer coverage who can receive affordability credits in the Exchange has been
increased to 12 percent of income.

Medicaid. Raises threshold for mandatory Medicaid coverage from 133 percent of poverty to
150 percent. Retains 100 percent federal matching rate for costs of expansion populations in
2013 and 2014, then reduces rate to 91 percent in 2015 and beyond.

Begins Closing the Medicare Part D Donut Hole Immediately. Effective January 1, 2010,
closes the Part D donut hole by $500 and institutes a 50 percent discount for brand-name drugs
in the donut hole. Gap in coverage is completely eliminated by 2019.

Secretarial Negotiation of Drug Prices in Medicare. Secretary of HHS is required to negotiate
drug prices on behalf of Medicare beneficiaries.

Addresses Geographic Variation in Health Spending. Instructs the IOM to study the extent
and cause of geographic variation in spending on health care.. CMS will implement changes to
Medicare payment systems unless Congress votes to disapprove the planned changes.
Establishes a Center for Medicare & Medicaid Innovation. Creates a Center for Medicare &
Medicaid Payment Innovation within CMS not later than 2011 to test and expand new payment
models that encourage higher quality and lower cost.

CLASS Act. Creates a new, voluntary, public, long-term care insurance program to help
purchase services and supports for people who have functional limitations

Immediate Sunshine on Price Gouging (Rate Review). Discourages excessive price increases
by insurance companies through review and disclosure of insurance rate increases and rationale
for such increases.

Immediate Help for the Uninsured (Interim High-Risk Pool). Immediately creates an
insurance program with financial assistance for those who have been uninsured for several
months or denied a policy because of preexisting

conditions.

Repeals the Antitrust Exemption for Insurers. The Bill promotes competition among health
insurers and medical malpractice insurers by removing the antitrust exemption so that it no
longer shields these insurers from liability for fixing prices, dividing up territories, or
monopolizing their market.



Il. HEALTH REFORM

Small Employer Exemption. Exempts 86 percent of small businesses from the requirement to
offer or contribute to coverage by increasing the thresholds for exemption from $250,000 of
payroll to $500,000; decreases obligations for employers with payrolls between $500,000 and
$750,000, so that the full 8 percent contribution level begins at annual payrolls of $750,000
instead of $400,000, as originally proposed in HR 3200.

Small Employers and the Exchange. Increases the size of small employers automatically
allowed to purchase coverage through the Exchange to at least 100 employees within the first
three years; permits additional expansion to even larger employers in future years.

Small Business Tax Credit. Modifies the policy to limit the tax credit to a two-year period per
firm to help firms transition to providing health benefits to their employees.

Health Insurance Co-ops. Provides start-up loans to establish not-for-profit or cooperative
health plans that compete with private insurers and the public health insurance option. These
start-up costs are treated the same as those provided to the public option and are paid back to the
federal government by amortizing the loan amount in future premiums.

Veterans and Members of the Armed Forces. Ensures veterans, members of the armed forces,
and their families have access to the Exchange to obtain health insurance if they choose and that
they fulfill their responsibility to have qualified health insurance if they are enrolled in VA
healthcare or TRICARE. Also provides that TRICARE is not changed based on the essential
benefits package.

Essential Benefits Package. Provides for the coverage of behavioral health treatments as mental
health services, and clarifies that durable medical equipment, prosthetics, and orthotics are
covered in the essential benefits package.

Protections for American Indians.

Legal Status Verification. Establishes a mechanism by which the Commissioner must verify
that individuals are citizens or legal immigrants in order to receive affordability credits.
Medical Malpractice. Establishes new voluntary state grant program designed to encourage
states to implement alternatives (“early offer” or certificate of merit approach) to traditional
medical malpractice litigation.

Abortion. Prohibits abortion services from being made part of essential benefits package.
Prohibits federal funds from being used to pay for abortion (except in cases of rape, incest, and
to save life of the woman). Only private premium dollars can be used to provide abortion
coverage. Where abortion coverage is provided, funds for this purpose must be segregated from
other funds, including affordability credits.

State Health Insurance Compacts. Permits states to enter into agreements to allow for the sale
of insurance across state lines when the state legislatures of the states in question agree to do so.
Provides grants to states to enter into compacts, which could increase insurance choices for
consumers in a state.

Advance Care Planning. Requires health insurers in the Exchange to present enrollees with
information about resources available for advanced care planning.

Members of Congress and the Public Health Insurance Option. Clarifies that Members of
Congress may enroll in the public option—the new Senate Bill [H.R. 3590] specifically exempts
Members of Congress and their staffs from enrollment in the public option.

Comparative Effectiveness Research. Increases the independence of the Comparative
Effectiveness Research Commission: Comptroller General appoints the commission, no longer

-4-



established by the Secretary of HHS; establishes a separate independent funding stream for the
Commission; ensures that the Commission is able to make reports without HHS review.
Improves protections to ensure that subpopulations are appropriately accounted for in research
study design and implementation and requires a researcher with expertise in racial

and ethnic minority health research to be on the Comparative Effectiveness Research
Commission. Clarifies that comparative effectiveness reports are not considered as mandates for
payment, coverage or treatment and that no federal officer or employee will interfere with the
practice of medicine.

I11. IMMEDIATE INVESTMENTS IN HEALTH REFORM

Limitation on Pre-existing Condition Look-Backs. Prior to the Bill’s complete prohibition on
pre-existing condition exclusions beginning in 2013, shortens the time that plans can look back
for pre-existing conditions from 6 months to 30 days and shortens the time plans may exclude
coverage of certain benefits generally from 12 months to 3 months.

Prohibiting Acts of Domestic Violence from being Treated as a Pre-existing Condition.
Prohibits insurers from limiting or denying coverage based on acts stemming from domestic
violence.

Increase Dependent Age for Insurance through 26. Allows individuals through age 26 not
otherwise covered to remain on their parents’ health insurance at their parents’ discretion.
COBRA Extension. Allows individuals to keep their COBRA coverage until the Exchange is up
and running.

Specifies a Minimum Medical Loss Ratio of 85 percent. Increases the value of health
insurance by requiring insurers to spend at least 85 percent of their premium dollars on medical
care (versus administration or overhead and profits) up until the insurance reforms are
implemented.

Ban on Lifetime Limits. Prohibits insurance companies from placing lifetime caps on coverage.
Limitation on Post-Retirement Reductions of Retiree Healthcare Benefits. Prohibits
employers from reducing retirees’ health benefits after those retirees have retired, unless the
reduction is also made to benefits for active participants.

Employer Wellness Programs. Establishes a grant program for small employers to promote
healthy behaviors and provide non-discriminatory incentives among their employees.
Reconstructive Surgery for Children. Requires plans to pay for reconstructive surgery for
children with deformities.



I11. MEDICARE

Accountable Care Organization and Medical Home Pilot Programs. Requires the Secretary
to set specific benchmarks for expansion of these programs and to test them in a variety of
settings and geographic regions. If the initial pilots prove successful, the Secretary is directed to
continue expanding them on a large scale basis. The scope of participants in the community-
based medical home pilot is expanded to potentially include any eligible beneficiary.

Promotes Bundling. Increases opportunity for providers to coordinate care and payment across
settings.

Extends Hospice Moratorium. Extends a one-year moratorium on regulatory changes that
would phase out the budget neutrality adjustment factor for hospice providers to ensure that
hospices continue to receive the same reimbursement rate for wages for fiscal year 2010.
Clarifies Voluntary Advance Care Planning Benefit. Clarifies and simplifies a voluntary new
benefit in Medicare.

Assessment of Cost-Intensive Diseases and Conditions. Requires HHS to periodically assess
diseases and conditions that are or could become the most cost-intensive for the Medicare
program. This information will be used to help inform research priorities into prevention
and treatment strategies conducted at HHS agencies, such as the National Institutes of
Health and whether current spending on research into such conditions is appropriate.
Home Health Study. Requires MedPAC to undertake a study to examine the significant variation
in Medicare margins among home health agencies. Factors considered will include patient
characteristics (including health and socioeconomic factors), agency characteristics, and the types
of services provided by different agencies.

IV. MEDICAID

Medicaid Payment for Primary Care Services. Retains federal matching rate for costs of
increasing Medicaid payment rates to Medicare levels at 100 percent through 2014, then reduces
rate to 90 percent in 2015 and beyond.

Medicaid Preventive Services. Prohibits imposition of cost-sharing on recommended
preventive services.

Supplemental Payments to Certain Nursing Facilities. Directs the Secretary to make
supplemental payments to skilled nursing facilities with high percentages of Medicare and
Medicaid patients and that are efficiently operated and provide quality care. Provides $6 billion
over the period 2010 through 2013 for this purpose with no state contribution. Directs the new
Medicaid and CHIP Payment and Access Commission (MACPAC) to study the adequacy of
Medicaid payments to nursing facilities and to provide recommendations to the

Congress by December 31, 2011.



V. LOWERING DRUG COSTS

Encourages Accurate Dispensing of Drugs. Require that Part D and MA-PD plans develop
practices to reduce waste of drugs in the long-term care setting.

Increases Use of Generics. Increases generic drug utilization by eliminating current
requirements that prevent Part D and MA-PD plans from paying for and creating incentives for
seniors to use lower-cost generic drugs.

Follow-on Biologics. Creates an FDA licensure pathway for “biosimilar” generic biological
products, allowing these products to come to market and compete with brand-name biologics.
The biosimilar product must have no clinically meaningful differences in safety, purity or
potency from the reference product, and may not be licensed until at least 12 years after the date
that the brand-name product was licensed.

VIl. PUBLIC HEALTH

Research and Requirements for Healthy Behaviors and Community Wellness. Provides for
the research and inclusion of proven healthy behaviors in the essential benefits package and in
community wellness programs.

Overweight and Obesity Prevention Program. Establishes a new grants program to prevent
overweight and obesity among children.

Autism Training Initiative. Supports training activities to address the unmet needs of children
and adults with autism and related developmental disabilities.

Emergency Room and Trauma Center Capacity. Provides grants to strengthen the nation’s
emergency room and trauma center capacity.

Telehealth. Reauthorizes grant programs to support telehealth networks and telehealth resource
centers, and provides incentives to coordinate telemedicine licensure activities among states.
Training of Mental and Behavioral Health Professionals. Establishes a new training program
for mental and behavioral health professionals, including those specializing in substance abuse
counseling and addiction medicine, to promote interdisciplinary training and coordination of the
delivery of health care.

Menu labeling. Requires chain restaurants to put the calorie content of their menu items directly
on the menus and to provide other nutritional information available so that consumers can make
informed choices about what they eat.

VIIl. REVENUES

Additional revenues. Information reporting for payments made to corporations; elimination of
nontaxable reimbursements of over the counter medications from HSAs, HRAS, and health
FSAs; a $2,500 limit on contributions to health FSAs (indexed to the consumer price index); an
increase in the penalty for non-health

related distributions from HSAs (from 10 percent to 20 percent); elimination of the tax deduction
for employers who receive a government subsidy for providing retiree prescription drug
coverage*; a 2.5 percent excise tax on the sale of a medical device for use in the United States
(excluding resales and retail sales); and tax parity for employer-provided coverage for domestic
partners and other non-dependents.



* Actual Wording : SEC. 534. DENIAL OF DEDUCTION FOR FEDERAL SUBSIDIES FOR
PRESCRIPTION DRUG PLANS WHICH HAVE BEEN EXCLUDED FROM GROSS
INCOME.

8 (a) IN GENERAL.—Section 139A of the Internal Revenue Code of 1986 is amended by

striking the second sentence.

11 (b) EFFECTIVE DATE.—The amendment made by this section shall apply to taxable years
beginning after13 December 31, 2012.

SUMMARY OF H.R. 3962

The Affordable Health Care for America Act was introduced in the U.S. House of
Representatives on October 29, 2009. The following summary of H.R. 3962 describes key
components of this health reform legislation focusing on provisions to expand health coverage,
control health care costs, and improve the health care delivery system.

Overall approach to expanding access to coverage

Require individuals to have health insurance. Create a Health Insurance Exchange through which
individuals and smaller employers can purchase health coverage, with premium and cost-sharing
credits available to individuals/families with incomes up to 400% of the federal poverty level (or
$73,240

for a family of three in 2009). Require employers to provide coverage to employees or pay into a
Health Insurance Exchange Trust Fund, with exceptions for certain small employers, and provide
certain small employers a credit to offset the costs of providing coverage. Impose new
regulations on plans participating in the Exchange and in the small group insurance market.
Expand Medicaid to 150% of the poverty level.

Individual mandate < Require all individuals to have “acceptable health coverage”. Those
without coverage pay a penalty of 2.5% of their adjusted income above the filing threshold up to
the cost of the average national premium for self-only or family coverage under a basic plan in
the Health Insurance Exchange. Exceptions granted for those with incomes below the filing
threshold (in 2009 the threshold for taxpayers under age 65 is $9,350 for singles and $18,700 for
couples), religious objections and financial hardship. (Effective January 1, 2013)

Employer requirements « Require employers to offer coverage to their employees and contribute
at least 72.5% of the premium cost for single coverage and 65% of the premium cost for family
coverage of the lowest cost plan that meets the essential benefits package requirements or pay
8% of payroll into the Health Insurance Exchange Trust Fund. (Effective January 1, 2013)
Eliminate or reduce the pay or play assessment for small employers with annual payroll of less
than $750,000:
— Annual payroll less than $500,000: exempt
— Annual payroll between $500,000 and $585,000: 2% of payroll;
— Annual payroll between $585,000 and $670,000: 4% of payroll;
— Annual payroll between $670,000 and $750,000: 6% of payroll.
(Effective January 1, 2013)
Require employers that offer coverage to automatically enroll into the employer’s lowest cost
premium plan any individual who does not elect coverage under the employer plan or does not
opt out of such coverage. (Effective January 1, 2013)



Require a government study of the impact of employer responsibility requirements and
recommend to Congress whether an employer hardship exemption is appropriate. (Report due
January 1, 2012)

Expansion of public programs

Expand Medicaid to all individuals under age 65 (children, pregnant women, parents, and
adults without dependent children) with incomes up to 150% FPL. Provide Medicaid coverage
for all newborns who lack acceptable coverage and provide optional Medicaid coverage to low-
income HIV-infected individuals (with enhanced matching funds) until 2013 and for family
planning services to certain low-income women. In addition, increase Medicaid payment rates
for primary care providers to 100% of Medicare rates by 2012.
Require states to submit a state plan amendment specifying the payment rates to be paid under
the state’s Medicaid program. The coverage expansions (except the optional expansions) and the
enhanced provider payments will be financed with 100% federal financing through 2014 and
91% federal financing beginning in year 2015. (Effective January 1, 2013) - Repeal the
Children’s Health Insurance Program (CHIP) and require CHIP enrollees with incomes above
150% FPL to obtain coverage through the Health Insurance Exchange beginning in 2014. CHIP
enrollees with incomes between 100% and 150% FPL will be transitioned to Medicaid and states
will receive the CHIP enhanced match rate for children above current levels and up to 150%
FPL. Require a report to Congress with recommendations to ensure that coverage in the Health
Insurance Exchange is comparable to coverage under an average CHIP plan and that there are
procedures to transfer CHIP enrollees into the exchange without interrupting coverage or with a
written plan of treatment. (Report due by December 31, 2011)

Premium and costsharing subsidies to individuals

Provide affordability premium credits to eligible individuals and families with incomes up to
400% FPL to purchase insurance through the Health Insurance Exchange. The premium credits
will be based on the average cost of the three lowest cost basic health plans in the area and will
be set on a sliding scale such that the premium contributions are limited to the following
percentages of income for specified income tiers:

133-150% FPL: 1.5 - 3% of income
150-200% FPL: 3 - 5.5% of income
200-250% FPL: 5.5 - 8% of income
250-300% FPL: 8 - 10% of income
300-350% FPL: 10 - 11% of income
350-400% FPL: 11 - 12% of income
(Effective January 1, 2013)

Index the affordability premium credits after 2013 to maintain the ratio of government to
enrollee shares of the premiums over time.

Provide affordability cost-sharing credits to eligible individuals and families with incomes up
to 400% FPL. The cost-sharing credits reduce the cost-sharing amounts and annual cost-sharing
limits and have the effect of increasing the actuarial value of the basic benefit plan to the
following percentages of the full value of the plan for the specified income tier:

133-150% FPL: 97%
150-200% FPL: 93%
200-250% FPL: 85%



250-300% FPL: 78%
300-350% FPL: 72%
350-400% FPL: 70%
(Effective January 1, 2013)

Lower the out-of-pocket spending limits established in the essential benefits package
($5,000/individual
and $10,000/family) for eligible individuals and families with incomes up to 400% FPL to the
following amounts:

133-150% FPL: $500/individual; $1,000/family
150-200% FPL: $1,000/individual; $2,000/family
200-250% FPL: $2,000/individual; $4,000/family
250-300% FPL: $4,000/individual; $8,000/family
300-350% FPL.: $4,500/individual; $9,000/family
350-400% FPL: $5,000/individual; $10,000/family
(Effective January 1, 2013)

Limit availability of premium and cost-sharing credits to US citizens and lawfully residing
immigrants
who meet the income limits and are not enrolled in qualified or grandfathered employer or
individual coverage, Medicare, Medicaid (except those eligible to enroll in the Exchange),
TRICARE, or VA coverage (with some exceptions). Individuals with access to employer-based
coverage are eligible for the premium and cost-sharing credits if the cost of the employee
premium exceeds 12% of the individuals’ income.

Require verification of both income and citizenship status in determining eligibility for the
federal premium and cost-sharing credits.

Prohibit federal premium subsidies from being used to purchase a health plan in the Exchange
that includes coverage for abortions except to save the life of the woman or in cases of rape or
incest.

Individuals receiving federal subsidies may purchase supplemental coverage for abortions but
that coverage must be paid for entirely with private funds.

Premium subsidies to employers

Provide small employers with fewer than 25 employees and average wages of less than $40,000
with a health coverage tax credit for up to two years. The full credit of 50% of premium costs
paid by employers is available to employers with 10 or fewer employees and average annual
wages of $20,000 or less. The credit phases-out as firm size and average wage increases and is
not permitted for employees earning more than $80,000 per year. (Effective January 1, 2013)

Create a temporary reinsurance program for employers providing health insurance coverage to
retirees over age 55 who are not eligible for Medicare. Program will reimburse employers for
80% of retiree claims between $15,000 and $90,000. Payments from the reinsurance program
will be used to lower the costs for enrollees in the employer plan. Appropriate $10 billion over
ten years for the reinsurance program. (Effective 90 days after enactment)

Tax changes related to health insurance and to financing health reform

Impose a tax on individuals without acceptable health care coverage of 2.5% of adjusted
income above the filing threshold up to the cost of the average national premium for self-only or
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family coverage under a basic plan in the Health Insurance Exchange. (Effective January 1,
2013)

Permit only prescribed drugs to be reimbursable through a health savings account, Archer
medical savings account, health reimbursement arrangement, or flexible spending arrangement
for medical expenses. (Effective January 1, 2011)

Increase the tax on distributions from a health savings account that are not used for qualified
medical expenses to 20% (from 10%) of the disbursed amount. (Effective January 1, 2011)

Limit the amount of contributions to a flexible spending arrangement for medical expenses to
$2,500 per year. (Effective January 1, 2013)

Impose a tax of 2.5% of the price on the first taxable sale of any medical device. (Effective
January 1, 2013)

Impose a tax of 5.4% on individuals with modified adjusted gross income exceeding $500,000
and families with modified adjusted gross income exceeding $1,000,000. (Effective January 1,
2011)

Creation of insurance pooling mechanisms

Create a National Health Insurance Exchange, through which individuals and employers
(phasing-in eligibility for employers starting with smallest employers) can purchase qualified
insurance, including from private health plans and the public health insurance option.

Restrict access to coverage through the Exchange to individuals who are not enrolled in
qualified or grandfathered employer or individual coverage, Medicare, Medicaid, TRICARE, or
VA coverage.

Create a new public health insurance option to be offered through the Health Insurance
Exchange that must meet the same requirements as private plans regarding benefit levels,
provider networks, consumer protections, and cost-sharing. Require the public plan to offer
basic, enhanced, and premium plans, and permit it to offer premium plus plans. Prohibit the
public plan from providing coverage for abortions beyond those permitted by federal law (to
save the life of the woman and in cases of rape and incest). Finance the costs of the public plan
through revenues from premiums. Require the public health insurance option to negotiate rates
with providers so that the rates are not lower than Medicare rates and not higher than the average
rates paid by other qualified health benefit plan offering entities. Health care providers
participating in Medicare are considered participating providers in the public plan unless they opt
out. Permit the public plan to develop innovative payment mechanisms, including medical home
and other care management payments, value-based purchasing, bundling of services, differential
payment rates, performance based payments, or partial capitation and modify cost-sharing and
payment rates to encourage use of high-value services.

Create four benefit categories of plans to be offered through the Exchange:

— Basic plan includes essential benefits package and covers 70% of the benefit costs of the plan;
— Enhanced plan includes essential benefits package, reduced cost-sharing compared to the basic
plan, and covers 85% of benefit costs of the plan;

— Premium plan includes essential benefits package with reduced cost-sharing compared to the
enhanced plan and covers 95% of the benefit costs of the plan;

— Premium plus plan is a premium plan that provides additional benefits, such as oral health and
vision care.

Require guarantee issue and renewability; allow rating variation based only on age (limited to 2
to 1 ratio), premium rating area, and family enrollment.
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Require plans participating in the Exchange to be state licensed, report data as required,
implement affordability credits, meet network adequacy standards, provide culturally and
linguistically appropriate services, contract with essential community providers and Indian health
care providers, and participate in risk pooling. Require participating plans to offer one basic plan
for each service area and permit them to offer additional plans. Require plans to provide
information related to end-of-life planning to individuals and provide the option to establish
advance directives and physician’s order for life-sustaining treatment.

Require risk adjustment of participating Exchange plans.

Provide information to consumers and small employers to enable them to choose among plans
in the Exchange, including establishing a telephone hotline and maintaining a website, and
provide information on open enrollment periods and how to enroll.

Require private insurers that opt to provide a plan in the Exchange that covers abortions beyond
those permitted by federal law (to save the life of the woman and in cases of rape and incest) to
also offer an identical plan that does not cover abortions for which federal funding is prohibited.
Private plans participating in the Exchange may offer supplemental coverage for abortions.
Federal premium subsidies may not be used to purchase a plan or supplemental coverage that
covers abortions beyond those permitted by federal law. Prohibit plans participating in the
Exchange from discriminating against any provider because of an unwillingness to provide
abortions.

Create a Consumer Operated and Oriented Program (CO-OP) to facilitate the establishment of
non-profit, member-run health insurance cooperatives to provide insurance through the
Exchange. (Effective six months following enactment)

Allow states to operate state-based exchanges if they demonstrate the capacity to meet the
requirements for administering the exchange.

Unless otherwise noted, provisions relating to the Health Insurance Exchange are effective
January 1, 2013.

Benefit design

Create an essential benefits package that provides a comprehensive set of services, covers 70%
of the actuarial value of the covered benefits, limits annual cost-sharing to $5,000/individual and
$10,000/ family, does not require cost-sharing for preventive services, and does not impose
annual or lifetime limits on coverage. The Health Benefits Advisory Council, chaired by the
Surgeon General, will make recommendations on specific services to be covered by the essential
benefits package as well as costsharing levels. Prohibit abortion coverage from being required as
part of the essential benefits package.

(Health Benefits Advisory Council report due one year following enactment; essential benefits
package becomes effective January 1, 2013)

All qualified health benefits plans, including those offered through the Exchange and those
offered outside of the Exchange (except certain grandfathered individual and employer-
sponsored plans) must provide at least the essential benefits package. (Effective January 1, 2013)

Require a report on including oral health benefits in the essential benefits package. (Report due
one year following enactment)

Changes to private insurance

Establish a temporary national high-risk pool to provide health coverage to individuals (and
spouses and
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dependents) with pre-existing medical conditions. Individuals who have been denied coverage,
offered unaffordable coverage, have an eligible medical condition or who have been uninsured
for at least six months will be eligible to enroll in the national high-risk pool. Premiums for the
high-risk pool will be set at not higher than 125% of the prevailing rate for comparable coverage
in the state and could vary by no more than 2:1 due to age; annual deductibles will be limited to
$1,500 for an individual; and maximum cost-sharing will be limited to $5,000 for individuals.
(Effective January 1, 2010 and until the Health Insurance Exchange is established)

Individuals eligible for COBRA continuation coverage may retain COBRA coverage until the
Exchange is established or they obtain acceptable coverage. (Effective upon enactment)

Limit health plans’ medical loss ratio to not less than 85% to be enforced through a rebate back
to consumers and prohibit plans from imposing aggregate dollar lifetime limits on coverage.
(Effective January 1, 2010) Prohibit insurers from rescinding coverage except in cases of fraud.
(Effective July 1, 2010)

Adopt standards for financial and administrative transactions to promote administrative
simplification.

(Effective upon enactment)

Require review of increases in health insurance premiums prior to implementation of the
increases.

(Effective upon enactment)

Provide dependent coverage for children up to age 27 for all individual and group policies.
(Effective January 1, 2010)

Limit pre-existing condition exclusions for group policies prior to implementation of the
insurance market reforms by shortening the period plans can look back for pre-existing
conditions from six months to 30 days and shortening the period plans can exclude coverage of
certain benefits from 12 months to three months. (Effective January 1, 2010)

Prohibit reductions to retiree benefits unless reductions also apply to current employees.
(Effective upon enactment)

Prohibit coverage purchased through the individual market from qualifying as acceptable
coverage for purposes of the individual mandate unless it is grandfathered coverage. Individuals
can purchase a qualifying health benefit plan through the Health Insurance Exchange. (Effective
January 1, 2013)

Impose the same insurance market regulations relating to guarantee issue, premium rating, and
prohibitions on pre-existing condition exclusions in the insured group market and in the
Exchange. (See creation of insurance pooling mechanisms) (Effective January 1, 2013)

Improve consumer protections by establishing uniform marketing standards, requiring fair
grievance and appeals mechanisms and accurate and timely disclosure of plan information.
(Effective January 1, 2013)

Create the Health Choices Administration to establish the qualifying health benefits standards,
establish the Exchange, administer the affordability credits, and enforce the requirements for
qualified health benefit plan offering entities, including those participating in the Exchange or
outside the Exchange.

Permit states to form Health Care Choice Compacts to facilitate the purchase of individual
insurance across state lines. (Effective January 1, 2015)

Remove the anti-trust exemption for health insurers and medical malpractice insurers.
(Effective upon enactment)

-13 -



State role
Implement the Medicaid eligibility expansions and the specified changes with respect to
provider payment rates, benefit enhancements, quality improvement, and program integrity.

Maintain Medicaid and CHIP eligibility standards, methodologies, or procedures that were in
place as of June 16, 2009 as a condition of receiving federal Medicaid or CHIP matching
payments. End CHIP maintenance of eligibility at the end of 2013.

Establish a Memorandum of Understanding with the Health Insurance Exchange to coordinate
enrollment of individuals in Exchange-participating health plans and under the state’s Medicaid
program.

May determine eligibility for affordability credits through the Health Insurance Exchange.

Cost containment

Simplify health insurance administration by adopting standards for financial and
administrative transactions, including timely and transparent claims and denial management
processes and use of standard electronic transactions. (Effective upon enactment)

Reduce market basket updates in Medicare payment rates for providers and incorporate
adjustment for expected productivity gains. (Effective dates vary)

Reduce Medicare payments for potentially preventable hospital readmissions. (Effective
October 1, 2011)

Restructure payments to Medicare Advantage plans (except for PACE plans), phasing down to
equal 100% of fee-for-services payments by 2013, with bonus payments for higher-quality and
improvedquality plans in qualifying counties. (Effective FY 2011)

Increase the Medicaid drug rebate percentage to 23.1% and extend the prescription drug rebate
to Medicaid managed care plans. Require drug manufacturers to provide drug rebates for dual
eligibles enrolled in Part D plans to help close the Part D coverage gap. (Effective January 1,
2010)

Require the Secretary to negotiate drug prices directly with pharmaceutical manufacturers for
Medicare Part D plans. (Effective upon enactment; applies to drug prices beginning on January
1, 2011)

Reduce Medicaid DSH allotments by a total of $10 billion ($1.5 billion in 2017; $2.5 billion in
2018; and $6 billion in 2019), imposing the largest percentage reductions in state DSH
allotments in states with the lowest uninsured rates and those that do not target DSH payments.
Reduce Medicare DSH payments to account for reductions in the national rate of uninsurance as
a result of the Act, based on recommendation by the Secretary. (Medicare DSH reductions
effective 2017)

Require the Institute of Medicine to conduct a study on geographic variation in health care
spending across all providers and recommend changes to Medicare payments that promote high-
value care; require the Secretary to develop an implementation plan and issue regulations to
implement the Medicare payment changes unless Congress acts to stop implementation. (Report
due April 15, 2011,
final implementation plan due 240 days following receipt of report; regulations issued by May
31, 2012)

Authorize the Food and Drug Administration to approve generic versions of biologic drugs and
grant biologics manufacturers 12 years of exclusive use before generics can be developed.

-14 -



Enhance competition in the pharmaceutical market by stopping agreements between brand
name and generic drug manufacturers that limit, delay, or otherwise prevent competition from
generic drugs.

Require hospitals and ambulatory surgical centers to report on health care-associated infections
to the Centers for Disease Control and Prevention (effective one year following enactment) and
refuse Medicaid payments for certain health care-associated conditions. (Effective January 1,
2010)

Reduce waste, fraud, and abuse in public programs by allowing provider screening, enhanced
oversight periods, and enrollment moratoria in areas identified as being at elevated risk of fraud
in all public programs, and by requiring Medicare and Medicaid program providers and suppliers
to establish compliance programs. (Effective dates vary)

Improving quality/health system performance

Support comparative effectiveness research by establishing a Center for Comparative
Effectiveness Research within the Agency for Healthcare Research and Quality to conduct,
support, and synthesize research on outcomes, effectiveness, and appropriateness of health care
services and procedures.

An independent CER Commission will oversee the activities of the Center. Provides that
comparative effectiveness research findings may not be construed as mandates for payment,
coverage, or treatment or used to deny or ration care. Establish the Comparative Effectiveness
Research Trust Fund. (Effective FY 2010)

Provide incentive payments to states that enact alternative medical liability laws that make the
medical liability system more reliable through the prevention of or prompt and fair resolution of
disputes, encourage the disclosure of health care errors, and maintain access to affordable
liability insurance. (Effective upon enactment)

Strengthen primary care and care coordination by increasing Medicaid payments for primary
care providers to 100% of Medicare rates (phased-in beginning in 2010 through 2012) and
providing Medicare bonus payments to primary care practitioners (with larger bonuses paid to
primary care practitioners serving in health professional shortage areas) beginning January 1,
2011.

Require the Secretary to develop a plan to reform Medicare payments for post-acute services,
including bundled payments, to improve the coordination, quality and efficiency of such services
and improve outcomes. (Effective January 1, 2011)

Conduct Medicare and Medicaid pilot program to test payment incentive models for
accountable care organizations and to assess the feasibility of reimbursing qualified patient-
centered medical homes. Adopt these models on a large scale if pilot programs prove successful
at reducing costs. (Implementation of medical home pilots upon enactment; implementation of
accountable care organization pilots by January 1, 2012)

Establish the Center for Medicare and Medicaid Innovation to test payment and service
delivery models to improve quality and efficiency. Evaluate all models and expand those models
that improve quality without increasing spending or reduce spending without reducing quality, or
both. (Effective January 1, 2011)

Require the Institute of Medicine to conduct a study on geographic adjustment factors in
Medicare and require the Secretary to issue regulations to revise the geographic adjustment
factors based on the recommendations. (Report due one year following enactment; proposed
regulations issued following submission of report)
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Require the Secretary to improve coordination of care for dual eligibles through a new office or
program within the Centers for Medicare and Medicaid Services. (Report of activities due within
one year of enactment)

Establish the Center for Quality Improvement to identify, develop, evaluate, disseminate, and
implement best practices in the delivery of health care services. Develop national priorities for
performance improvement and quality measures for the delivery of health care services.
(Effective dates vary)

Establish the Community-based Collaborative Care Network Program to support consortiums
of health care providers to coordinate and integrate health care services, manage chronic
conditions, and reduce emergency department use for low-income uninsured and underinsured
populations. (Funds appropriated for five years beginning FY 2011)

Require disclosure of financial relationships between health entities, including physicians,
hospitals, pharmacists, and other providers, and manufacturers and distributors of covered drugs,
devices, biologicals, and medical supplies. (Effective March 2011)

Reduce racial and ethnic disparities by conducting a study on the feasibility of developing
Medicare payment systems for language services, providing Medicare demonstration grants to
reimburse culturally and linguistically appropriate services and developing standards for the
collection of data on race, ethnicity, and primary language. (Report due to Congress one year
following enactment)

Prevention/wellness

Develop a national strategy to improve the nation’s health through evidenced-based clinical
and community-based prevention and wellness activities. Create task forces on Clinical
Preventive Services and Community Preventive Services to develop, update, and disseminate
evidenced-based recommendations on the use of clinical and community prevention services.

Improve prevention by covering only proven preventive services and eliminating cost-sharing
for preventive services in Medicare and Medicaid. (Effective July 1, 2010) Increase Medicare
payments for certain preventive services to 100% of actual charges or fee schedule rates.
(Effective January 1, 2011)

Provide wellness grants for up to three years to small employers for up to 50% of costs incurred
for a qualified wellness program. (Effective July 1, 2010)

Establish a grant program to support the delivery of evidence-based and community-based
prevention and wellness services aimed at reducing health disparities. Train community health
workers to promote positive health behaviors in medically underserved communities. Provide
grants to plan and implement programs to prevent obesity among children and their families.
(Funds appropriated for five years beginning FY 2011)

Require chain restaurants and food sold from vending machines to disclose the nutritional
content of each item. (Proposed regulations issued within one year of enactment)

Long-term care

Establish a national, voluntary insurance program for purchasing community living assistance
services and supports (CLASS program). Following a five-year vesting period, the program will
provide individuals with functional limitations a cash benefit of not less than an average of $50
per day to purchase nonmedical services and supports necessary to maintain community
residence. The program is financed through voluntary payroll deductions: all working adults will
be automatically enrolled in the program, unless they choose to opt-out. (Effective 2010)
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Establish a three-year demonstration program in four states to evaluate the effectiveness of
recommended core competencies for personal and home care aides and training curriculum and
methods to provide long-term services and supports. (Demonstration program established within
180 days of issuance of recommendations)

Improve transparency of information about skilled nursing facilities and nursing facilities.
(Disclosure reporting regulations issued within two years of enactment; reporting of information
required 90 days after regulations are issued)

Other investments

Make improvements to the Medicare program:
— Modify the initial coverage limit and catastrophic thresholds to reduce the coverage gap by
$500 in 2010 and eventually eliminate the Medicare Part D coverage gap by 2019; require drug
manufacturers to provide a 50% discount on brand-name prescriptions filled in the coverage gap.
(Effective January 1, 2010).
— Increase the asset test threshold for Medicare Savings Program and Part D Low-Income
Subsidies to $17,000 per individual and $34,000 per couple. (Effective 2012)
— Cover through Medicaid the Medicare cost-sharing for beneficiaries under age 65 with
incomes below 150% FPL (and who otherwise meet the eligibility requirements for Qualified
Medicare Beneficiaries
(QMB)). (Effective January 1, 2013)

Improve workforce training and development:
— Establish a multi-stakeholder Advisory Committee on Health Workforce Evaluation and
Assessment to develop and implement a national health workforce strategy. (Funds appropriated
beginning FY 2011)
— Reform Graduate Medical Education to increase training of primary care providers by
redistributing residency positions and promote training in outpatient settings, including through a
Teaching Health Center demonstration project. (Effective July 1, 2011)
— Support training of health professionals through scholarships and loans; establish a primary
care training and capacity building program; establish a loan repayment program for
professionals who work in health professions needs areas; establish a public health workforce
corps; promote training of a diverse workforce; and provide cultural competence training for
health care professionals. Support the development of interdisciplinary mental and behavioral
health training programs and establish a training program for oral health professionals. (Funds
appropriated beginning FY 2011)
— Address the projected shortage of nurses and retention of nurses by increasing the capacity for
education, supporting training programs, providing loan repayment and retention grants, and
creating a career ladder to nursing.
— Support the development of interdisciplinary health training programs that focus on team-based
models, including medical home models and models that integrate physical, mental, and oral
health services. (Funds appropriated beginning FY 2011)

Establish the Public Health Investment Fund for financing designated public health provisions.
(Initial appropriation in FY 2011)

Establish a new trauma center program to strengthen emergency department and trauma center
capacity and to establish new trauma centers in urban areas with substantial trauma related to
violent crimes. Create an Emergency Care Coordination Center within HHS; develop
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demonstration programs to design, implement, and evaluate innovative models for emergency
care systems. (Funds appropriated for five years beginning in FY 2011)

Improve access to care by increasing funding by $12 billion over five years for community
health centers; establish new programs to support school-based health centers (effective July 1,
2010) and nurse-managed health centers (effective 2011), and set criteria for the certification of
federally qualified behavioral health centers.

Provide grants to each state health department to address core public health infrastructure
needs. (Funds appropriated for five years beginning FY 2011)

Reauthorize and amend the Indian Health Care Improvement Act. (Effective dates vary)

Financing

The Congressional Budget Office estimates the net cost of the proposal (less payments from
employers and uninsured individuals) to be $894 billion over ten years. These costs are financed
through a combination of savings from Medicare and Medicaid and new taxes and fees. The net
savings from Medicare and Medicaid are estimated to be $426 billion over ten years and the
primary sources of these savings include incorporating productivity improvements into Medicare
market basket updates, reducing payments to Medicare Advantage plans, changing the Medicaid
drug rebate provisions, and cutting Medicaid and Medicare DSH payments. (See descriptions of
cost savings provisions in Cost containment.) The largest source of new revenue will come from
a 5.4% surcharge imposed on families with incomes above $1,000,000 and individuals with
incomes above $500,000, which is projected to raise $461 billion in revenue. Additional revenue

provisions will generate $97 billion over the same time period. (See Tax changes related to
health insurance.) CBO estimates the proposal will reduce the deficit by $104 billion over ten

years.
KEY SENATORIAL TARGETS

Name Party | State Phone FAX

Kent Conrad Dem N. Dakota 202-224-2043 202-224-7776
Blanche Lincoln Dem Arkansas 202-224-4843 202-228-1371
Ron Wyden Dem Oregon 202-224-5244 202-228-2717
Bill Nelson Dem Florida 202-224-5274 202-228-2183
Tom Carper Dem Delaware 202-224-2441 202-228-2190
Evan Bayh Dem Indiana 202-224-5623 202-228-1377
Mary Landrieu Dem Louisiana 202-224-5824 202-224-9735
Joe Lieberman Ind Connecticut 202-224-4041 202-224-9750
Ben Nelson Dem Nebraska 202-224-6551 202-228-0012
Mark Pryor Dem Arkansas 202-224-2353 202-228-0908
James Webb Dem Virginia 202-224-4024 202-228-6363
Jon Tester Dem Montana 202-224-2644 202-224-8594
Mark Begich Dem Alaska 202-224-3004 202-228-3204
Michael Bennet Dem Colorado 202-224-5852 202-228-5036
Robert Byrd Dem West Virginia 202-224-3954 202-228-0002
Mark Warner Dem Virginia 202-224-2921 202-224-6295
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